Corporate governance (CG) and corporate social responsibility (CSR) are important subjects for corporate sustainability that affect firm value (FV). At the same time research results in several countries provide diverse empirical evidence. This study analyzes the impact of corporate governance (CG) and corporate social responsibility (CSR) on firm value (FV) through the cost of capital (CoC) in public companies of Indonesia. The research sample includes 27 companies that publish sustainability reports and corporate governance reports, with an observation period from 2010 till 2016. This study presents the analysis of three firm value proxies (Tobin's q (TQ), Price Earnings Ratio (PER), and Price to Book Value (PBV)). Results of hypotheses testing using Partial Least Squares (PLS) show that CG and CSR have both direct and indirect effects on FV. These findings are consistent for all three firm value assessments. According to direct testing, CG has a negative effect on FV, while CSR has a positive effect. The CoC acts as a mediating variable in this relationship. The CG and CSR have a negative effect on CoC, while CoC has a negative effect on FV. The findings show that CG and CSR can improve the company performance and corporate image internally and externally, thereby increasing the investors` confidence, and companies have the opportunity to obtain inexpensive funding sources that can reduce CoC. A decrease in CoC can increase profitability and have an impact on FV increasing.
INTRODUCTION
FV is reflected in stock price and represents the investor's perception of companies (Fama, 1978) . The development of companies' stock prices on the Indonesia Stock Exchange (IDX) has implemented CG and CSR, which fluctuated between 2009 and 2016 ( Figure 1 ). Furthermore, cases of declining stock prices followed by declining FV and delisting were experienced by several companies with issue corporate sustainability. Thus, the problem of corporate sustainability is an important matter and should be a serious concern for the company. CG and CSR are things that must be carried out by companies seriously and comprehensively to achieve sustainability. Implementation of CG and CSR can improve company performance and company stakeholder satisfaction, thereby impacting investor confidence which increases FV and guarantees the company's sustainability.
Companies' main goals are maximizing FV and shareholder wealth (Salvatore, 2005; Bowman & Ambrosini, 2007; Brigham & Houston, 2011) . Jensen and Meckling (1976) stated that companies should consider not only equity values, but also all companies' financial claims to maximize firm value. Companies can maximize firm value through a financial management function (Fama, 1978) . The investment function of corporate finance is a strategic financial management function. Corporate finance decisions are related to the selection and determination of the optimum capital mix (i.e., a combination of various types of capital with the lowest CoC. Management must continuously seek a minimum CoC and ensure that the profit rate is above the CoC ( Gitman, 2000) . Management strategy is needed to reduce the CoC. It can be done by implementing CG and ethical behavior to improve the company performance and corporate image to increase FV. These activities are known as CG and CSR. CG implementation will improve the company's financial performance, increase investor confidence, and ultimately increase firm value (Singhal, 2014) . Companies control the agency problem efficiently through internal devices (such as corporate governance structures) (Fama, 1980) . Whereas, according to the stakeholder theory, companies must be managed for their stakeholders' interests to achieve sustainability (Freeman, 2001) . Companies do not only fulfill obligations to shareholders but also to stakeholders (Freeman, 2001) . Legitimacy theory states that the company's survival also depends on the company's relationship with the community and the environment in which the companies operate (Haniffa & Cooke, 2005) .
Several previous studies provide empirical evidence that CG increases FV (Huang, 2010 This study examines the effects of CG and CSR on FV through the CoC. CG and CSR increase investor confidence in companies by providing investment security, along with the improvement of company performance and corporate sustainability, which enhance the corporate image as a sign of investment security. Investment security will provide opportunities for companies to obtain inexpensive funding sources and eventually lower the cost of capital. This is in line with agency theory that corporate governance mechanisms reduce information asymmetry and agency conflict, thereby, increasing investor confidence. Economic, environmental, and social management carried out through CSR programs show corporate responsibility to stakeholders and gain the legitimacy of the community in the company's operations. This research has a theoretical contribution related to the importance of CG and CSR mechanisms in reducing the CoC, increasing the profitability, and the impact of increasing FV. 
LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT
A company's main goal is to provide shareholder wealth (Brigham & Daves, 2011) . Momentary wealth is certainly not expected, but the focus is on long-term wealth reflected by high FV. According to agency theory, a potential conflict of interest occurs when company management is handed over by the owner to the management (Jensen, 1993) . The management is required to implement the CG principle to achieve the company's goals. As CG helps to overcome various agency problems, the CG implementation affects FV. We hypothesize the following:
H1: Corporate Governance has an effect on Firm Value positively.
Companiess hould prioritize all stakeholders' interests, behave ethically in conductingthe business activities,gain social legitimacy to achieve sustainability, and gain investor confidence to increase firm value. Elkington (1997) stated thata good company does not only pursue economic benefits but also has a concern for environmental sustainability and public welfare. As CSR makes companies more accountable to stakeholders, we assume that the corporate social responsibility implementation affects FV. Therefore, we hypothesize the following:
H2: Corporate Social Responsibility has an effect on Firm Value positively.
An increase inFV can be achieved through a decrease in the CoC (Brigham & Daves, 2011 The implementation of CG and CSR increases investor confidence in company's fund management, investment security, corporate sustainability, and reduced investment risk. Company management as an "agent" for shareholders and creditors will act with full awareness wisely and thoughtfully in managing the company. Company activity is a source of information for external stakeholders in the decision to allocate their resources to the company (Mahon, 2002) .
Good implementation of CG and CSR has an indirect effect on FV. We assume that companies apply it indirectly through opportunities to obtain cheap funding sources, which may increase their firm value over other companies. Thus, we hypothesize the following: The research model is presented in Figure 1 .
METHODS
Firm value for the main analysis was measured by Tobin's q, developed by Chung and Pruit (1994) . Tobin's q is the ratio of the market value of a company's assets as measured by the market value of the number of shares outstanding and the debt of the company's assets. To measure the sensitivity of the results, the FV was measured using PER and PBV. PER is a ratio that shows the level of annual profit of the company against the current stock price,whereas PBV is an investment valuation ratio that is often used by investors to compare the market value of a company's stock with its book value. Corporate governance (CG) is a set of mechanisms used to regulate the relationships of all company stakeholders so that the company is well managed to safeguard the interests of shareholders. Corporate social responsibility is the commitment of the business community to be accountable to all stakeholders by conducting their business ethically to achieve the prosperity of stockholders and achieving business sustainability in the long run. In this study, CSR is proxied by corporate social responsibility indices (CSRI) published in the company's sustainability report (SR). The CSRI focuses on economic (EC), environmental (ENV), and social (SOC) management. The measurements of CSRI use a dichotomy approach, in which each item in the instrument is given a value of 1 if it has been run by the company and 0 if it has not been executed (Haniffa & Cooke, 2005) .
The checklist is carried out on the company's sustainability report, which has been prepared based on the GRI and has issued a GRI cross-reference. Furthermore, the CSRI is the percentage of instruments that are carried out. The cost of capital is the weighted average of all funding from debt and equity capital to fund investment or company op- The research population includes all companies going public on the Indonesia Stock Exchange (IDX), whose shares were actively traded in the 2010-2016 period, issuing sustainability reports with GRI cross-references, and publishing CG reports. All populations that met the criteria are used as research samples. Our sample consisted of 27 companies that compiled SR and CG reports presented in Table 1 . The nature of reporting was voluntary and not all companies gave a report for each period. Thus, the research data include unbalanced panel data. This study has used a PLS approach to test the hypotheses. We present a path model for all latent variables in PLS, which consisted of two elements: the outer model and inner model to test the indicator measurement model and structural model. Furthermore, the models built in this research are comprised of three models aiming to test the sensitivity level of FV measurements. The outer model testingis presented in Table 3 . This research used a formative indicator measurement model for all variables. All variables used in this research met p-value and VIF less than 0.05 and 5, thus the formative construct measurementis considered feasible.
RESULTS AND DISCUSSION
The inner model test is presented in Table 4 to ensure that structural models are robust and accurate. Panel A presents the model's goodness-of-fit test and shows that all tests are met for all models. Thus, the model is good and can be used to explain the phenomenon under study and can be used to test the hypotheses. The CoC, CG, and the CSR variables have predictive relevance for the FV variable. Panel B shows the R 2 of FV in Model 1 is 0.307, in Model 2 is 0.208, and in Model 3 is 0.245, while R 2 of the CoC is 0.071. This means that the values meet the requirements to be examined in the next process. Panel C of Table 4 shows that predictive relevance in Model 1 is 0.3562, in Model 2 is 0.2642, and in Model 3 is 0.2986. The Q 2 value greater than zero indicates that the CoC, CG, and the CSR variables have predictive relevance for the FV variable.
Next, to test the hypotheses, we conducted a path analysis with the PLS presented in Table 5 . Consistent with all hypotheses, we found that CG and CSR have a direct and indirect effect on FV through the CoC. These results are consistent for all FV measurement models. Our H1 test result shows the CG has a negative effect on FV. The explanations for this result are, first, the sharehold- H2 test result show the CSR has a positive effect on FV. The economic, environmental, and social management give indirect benefits to the companies (i.e., an increase in consumer confidence for the companies' products and a demand for the companies' shares by investors in line with increased investor confidence in the companies' sustainability and investment security). This is in line with Elkington's (1997) statement that companies should be accountable to all stakeholders.
H3 and H4 test results show the CoC proved to be mediation variable. An increase in CG and CSR reduces the CoC and further increases FV. CG run by companies causes better decision-making and produces optimal decisions. It will improve efficiency and healthier work culture. CSR activities are corporate responsibility to all stakeholders to enhance a positive corporate image in the public. CSR activities related to employees increase work motivation to improve the company's performance. The implementation of CG and CSR enhances company's performance and positive corporate image internally and externally. Furthermore, the implementation increases investor confidence and creates positive references to investors, so that companies have the opportunity to obtain inexpensive funding costs from creditors and stock investors. CG and CSR encourage companies to make a rate of return outweigh the CoC, thereby increasing FV.
These research results provide theoretical implications that low CoC to increase FV can be achieved by companies with the implementation of CG and CSR. Against the agency theory, this research has implications in explaining the phenomenon of FV, extending the explanation of agency conflict control through CG implementation, which increases investor confidence in the company's fund management. Increased confidence will reduce monitoring costs and expected rates of return on investments, thus, reducing the CoC and increasing FV. Furthermore, this research also gives implications for the legitimacy and stakeholder theories in explaining the phenomenon of FV (i.e., to expand the corporate responsibility theory to achieve sustainable development). CSR carried out by companies guarantees that corporate sustainability reduces investment risk and increases investor confidence, thus, reducing the CoC and increasing FV.
CONCLUSION
This study examines the effect of CG and CSR implementation for the period 2010-2016 on the FV and the role of capital costs as a mediating variable of the companies listed on the Indonesia Stock Exchange. It finds significant CG and CSR have effects on FV, and the results are consistent for all FV proxies. Interesting findings from this research are that CG has a negative immediate effect on FV, while CSR has a positive immediate effect. We also found that the CoC acts as a mediating variable in this relationship. Overall, this study finds that the CG and CSR increase significantly affect the FV. It also finds significant the role of CoC mediation, namely CG and CSR reducing CoC and increasing FV.
The implementation of CG and CSR can improve positive corporate image internally and externally, thereby, increase investor confidence. Investor confidence is an opportunity for companies to obtain inexpensive funding sources, so they can reduce the CoC, thus, increasing profitability and subsequently increasing FV. Future research can group by type of company and examine how it affects the cost of corporate capital. This study provides policy recommendations to the Indonesian government, namely, CG and CSR reporting to be mandatory with a standard reporting format.
